
tadffie~ we thus do not adapt under section 251,  the &JxzAd InWconnection  tamng
requirements  originally adopted under section 201 for physical and virtual collocation. The
&sting tarifbg rcqukm~ of l&pan&d  hterwmekion  for ktwtate special access and
switchedtnrnsportwillcontlnuetoapplyforuseby- thatwishtosubscrlbctothose
i n -  scrvices.‘~

568. WeFjactSBCscolrbctltion~~~~artDptcmytgmsandconditiollsinthis
prowediqthat~6K#n~~~the~d~erco~ction~. SBCarguesthat
~intandad,insectian25l(c)o,to~tbetffm”gSrysiceloo~ocationNa9atcrmofcrPt,
~thsa’ebytoadopt~l~e~~andconctitioasfar~co~~thatthe
Commission adopted in the J!kpm&d  hzemonmczion  pmizu&+ A vatiw oftcms and
conditions for physical collocation are possible and section 251(c)(6)  makes no rekence  to the
Co&on’s decisions on these issues in the EjrpandGd  htercomection  PirJcceding If
congr#shad~~to~thost~~~~~~pormittiagthacommissionany
n~~intht~,~believethat~~~d~~moaecxplleit~then
merely us& the phrase “pl@ical  collocation.” ~,webeiievuhatwecanandshouldmod@. .praxlstrng~assstfinthbelow,~~ofimpEemamdagtht~~of
ZZionzSl(c)o. InthefollowiQgsections(c.-  i.)weaddmsscommentsflledby&ere&ed
parties concerning application  of our existhq  Exp&dIitterwnnec&m rqhnmts  fbr
purposes of collocation under section 251 .lus

569. Finaliy, our expefiace  reviewing the e that km&e& LECs  fled to
implement our requimmer&  fk physical aud virtual collocation suggests that rates, terms, and
Co~o~~wfiich~~~tLEcsproposebapnwide~~pursuantto
section 25 1 (c)(6) bear  close scrutiny. 1416 We&4qlyurge&ttecommissionstobevigilantin
theirreviewof  such arrangements. ‘~7 Wewillreviewthisissueandreviseourreqkementsas
====Y*

n84 See i#q Section VI.B.2.a

=see 3=ial Access P&dcal Collocation Dssignotion orda; 8 FCC Red 6909; Virtual Collocation LWgmtion
order, 1 FCCRcd  11116.
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c. The Meming of the Term Vremises”

570. In the E7fpakir*conne~on  ptrBcd&  we r#quild colldon at end offices,
sesvingwirecenters,aad~switchs,a9wlell~sdo~distribationnodes~any~
pointsthattheLECtlWStS~a”X&iugpoiIIt.”’~ section 251(c)(6)  rttquhs physid (xdbahn
“at the pttzl&s  of the local cxdange c&Irfkr.“l~ IntheNPRhQvetentatively~l~that
the term “premises” includes, in addition to LEC cenml offices and tandem offices, au buildings
orsimilar stmcwes owned or leased by the incumbent LEC that house LEC network Ulities.
we iought comment on vvheacr smctwes  that house LEC network facilities  on public rights-of-
way, such as vaults containing loop concentrators or similar structures, should be deemed to be
LEc t’pIcfnigcs~01390

571. Incumbent  LECs generally argue that u&cation is i&Gibe  at locations other
than central offices, tandem switching locations, and ranote  node& and that only such locations
should be included in the impmatiou  of the word “pmmises?’ Pacifk  Telesis argues that
points for cobcation cannot be de&r&m! until the Commission d&mines the points of
htWCOMdOn  and access to unbundied network ekments.‘~ Amqritech contends that we
should define the term “premis&  as only those portions of central  office buildings in which the
LEC has the exclusive right of wand in which the tech&ally feasible point of
iutercomection or access to unbundled elements is located.*393 The RwaI  Tel. Coalition ask that
intemmmtion and collocation points be established in a flexible mqmertorecognizesizcand

, volume diflhences among carriers.1391

‘=‘SeeSaOrder,  9FCCRcdatSlQS,~AcwssOrdff,,FFCCRcdrt7418;SwitJlcd
FCCRedat7409.  Amtingpointisrpoiutusediacal~tbe~ofin#rof8aspecialacass%.-*8

‘319 47 U.S.C. 8 251(c)(6). )

-wm?htpaaa  72.

*~9’ ike, e.g., USTA commam
colllmcabrJlt22(thCterm
incumbent LEC has the

‘391  Bell Atlantic comments at 37.

Is3 Ameritech txmments at 22.

‘~RuralTel.coalitioncomrpeneat31.
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572. CAPS and lXCs gepmlly fiwor an cxpamive  defhkion of the term “pmises” that
inchuks “structures  housing LEC network Mlities on public rights-of-way in&ding vaults
cow loop concentrators or similar stru&m.“m These ctwnmentcrs  argue that physical
collocation should be offered at any incumbent LEC location where physical collocation is
tshnically feasible, in&ding cemaI om cable vaults, manbob m points, loop
carrier,andbuiki@g~loms.‘~  ALTSandMFS~that~~offechnical~bility
~dbe~in~~cslituationsandsholdd~nanow~gglaal~~~onof
section251(~)(~.~~  TbeIllinois~n~orn:~conch;lslion~~that
co&cation should not be restricted to central and tandem ~ffices.*~

573. The1996Actdoesnotaddressthe&finitionofpremises,~risthetGnn~
inthelegislativehistory. ~~,wclooktotheplltposesofthe1996Actandgeneralusesof
theterm”premises”inothercontextsinorderto~thistennfarpurposesofsection
251(c)(6). Theterm”~isdefinedin~ways,~~tothecontextinwhichit
isused.lm Inlightofthel996Acrs pmmmpeMvepurpom,wefMthatabroaddefMionof
the~~isappnopia5ein~topennitneweatrantsto~~~ata~rengeof
pointsundertheincumbc0tLEC’soontral.  Abroad~onwiliallow~llocationatpoints
other than those specified folr m&cation under the exist&  l&pan&d  Interconnection
lvqirements. weGIMmatthisresultiaappropri;abebGcausethe~ofphysicaIandvirtual
collocation under section 251 am broader than those established in the &pm&d Ihterconnection
proceed& wetbertfonc~~thetcrm”~~ytoincludeLEccaatraloffi~
~wirctcentcrsand~offi~88~~~8u~~gsoT~~o~or
leased by the inmtnbent LEC that house LEC network Sties. We also treat as incumbent
LEC premises any structures that house LEC network facilities on public rights-of-way, such as
vaults containing loop concentrators or similar stmctum.

574. As discussed below, we conclude that section 25 l(c)(6) requires collocation only
where technically &asible. In light of this con&&m,  we find that adoption of a d&&ion  of
“premises” that depends on whether intercoxmction  or access to unbundled network elements at

=Sa’?Sam;gG  fl&T comments at 40; see also Tekcommtmidons  Rd.lcrs  A& comments at 46; Hypedon
.

‘397 ALTS reply at 35; MFS reply at 29.

‘w8 Illinois commerce CQmmisslon  at 33.

‘~9 like Gfbbotm v. Brandt,  170 F2d 385,387 (7th i=ir. i!M8) (“the word pnmiws’ does not have me tied and
absohttemamin8.  ItistobedctumiQed~ysbyirscontext...”).
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aptuiiuhpoint is “technically f&He,” as sugge&d  by -tech aud Pacific Telesis,  wuld
be superfhus. We also conclude that it is not appq&te  to adopt a definition of “premkeq” as
suggested by several parties, that is dependent on whether it is “practical” to collocate equipment
at a particular point. We note however, that neitlk physical nor virtual collocation is required at
points where not technically foible. Ido0 We therefore decline to adopt specifk  reqkments
regardingcollocationatparticularpointsintheLECrtatwwk,as by-d
others. BecaustcoiIocartionisonly~~~~fiasibie,theappnrach~~
adopt~eslablecompetitorsfo~~of~~saocolloccrteequipmcntto~
imposiugundueburdensonkumbentLECs,whetherlargeorsmaU.

575. We also address the impact on small kcm&ent  LECs.  For example, the Rural Tel.
Coalition~that~~~~~~~bC~~iS~~blemjmner.
Wehaveconsideredtheecowmic impactofourrulesinthisaection~smauincumbentLEcs.
For example, we do not adopt rigid mqwimmenta for locations where collocation must be
provided. IncumbcmtLEcSennot~to~~ycoUlocateeq~inlocsrtionswtam
not practical fir tech&al ressoaWOrbecsusGOfsp#xlimitiO~andvirtualCOllocldioniS

requimdonlywheretechnic4lyYb~.  Wealsonote,howwer,thatscction251(~ofthe19%
Act provides relief to certain small LECs fkom our reguktions  implementiq section 251.‘“’

da Collocation Equipment

(1). Background

576. ln the kpanded Iierconnection  procaadirpg,  we alhmd cAbcation for central
office equipment needed to termin@ basic transmission  fk$.ities between LEC central offices
and thin&party premises. Acceptable equipment included optical termkt@ equipment and
multiplexers. We did not require the LECs to permit collocation of enhanced services equipment
or customer premises e@ipment  because such equipment was not necessary  to foster competition
in the provision of basic transmission services. We also did not require LECs  to allow the
collocation of switches. 1402 Section 251(c)(6) requires incumbent LECs  to allow colloqation of
“equipment necessary for interconnection or access to unbundled elements. . . .“*a We sought

‘40’ See i#a, Section XII.

‘402Seeg.%neraUyRemandOrder, 9FCCRcdat5178.81
‘p””at7412-16,SwitchedTramportOr&r~  8FCCRcdat741 -16.

.82-94); see a&o Special Access Or&r, 7 FCC Red

‘4p1 47 U.S.C. § 251(c)(6).
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577. BOCsartdother~LECs~y~limitiagthetypcofaquipment
allovuedtobecollooattadtotrcmsmiseion~pwlt~ tOitWCOllIlCCttOLEC
network.‘*  Sppintclrguesthat~~LECg~bepamittGdtolimittheamountof
spaccthcyhavetoprovi&tothatneededf~cqui~~ for~particulartypeof
intcrconnectiollthatistakingplacc. MN IXCsandCAPsarguetbatanytypeofequiponent~ybe
collocatedabsent damol?strableharmtotheLEc,andthd:~y~i~limitontl#typesof
equipment to be’oollocated  could fomlose efficient methods of intercomLection  andk4r access to
unbundledelem&s.1407 MFSconte&thatcompeting~vidersshouldnotbere@edto
demonstrate af&matively  that equipment is “necewry” before allowing it to be collocated. The
Illinois Commissiansuppoitsapolicythatwouldnotrestrictthttypeof~~~tobe
collocatedexceptwhereneagsaay topreventharmtothenetwotk  TheColomdohmnission
suppom iimising allowable eqtlipment to that used to provi& 8 telecommunidons  service.l~
The Association of Telemcssaghg  Services Intexnati~ urges the Commission to require
collocation of equipment used to provide enhanced serviccs.1409

578. W&tar  argues that the 1996 Act establishes its right to.place  its microwave
facilities on the roofi of incumbent LEC buildings in which its termination  equipment is to be
collocated in order to ensure that wireline facilities are not fiavored over wireless, and thcref~
urges the Commission to adopt a collocation standard that is tehology neutml.*4’o

=sae,e. .,
reply~l-4 SBC comments at 63-64; Bell Atlantic comments at 34; GTE reply at 14; PacTel  -eats  at 38,

‘- Sprint  reply at 23.

. ‘407  see, e.g.. MFS commenti  at 24; MCI comments at 54-55; Time Warner  comments at 39; GCI comments at 10.

140(  Illinois Commission cmnments  at 34; Colorado Cmmission comments at 23.

‘409Association  of Telemessaging  Semiccs Intemational reply at 16.

“I0 winstar colnments at 4, reply at 4.
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( 3 ) .  Dim&on

579. We believe that section 251(c)(6)  generally requims that hmmbent  LECs  permit
theoo~ocationofaquipmartussdfor~~or~tounbuadlcd~elemeats.
Althoughtheterm”~, readmt3st8tri*,~bc~tomeauw~e,”
we conchldethat fix the pllpses of section 251(c)(6)  “necesmy” doesnotmean
%diqms&1e” but rather “used” or “u&U.” This won is l~tost likeiy to promote ti
competitioncunsistentwiththepuqo8esofthcAck  (Wenotethatthisviewisconsiskntwith
thefh&ngsoftheColoradoCmmission).14~*  Thus,wereadsection251(c)(6)torefkrto
eq~~~usedforthe~~0f~~0r~fO~~~~C1~.”~
Eveniftbeooll~rooulduseotheraquipmenttoparfonnasimjle~~~qpccifiad
~~~ystillbe”~fcn;~onor~tO~~~e~
under section 251(c)(6). We can easily imagiue cimmmmq for instame, in which alternaGve
equipn#nwo~dpcrfarmtbft~function,b~with1688~~~OTtdgrCgfgCOSf.  Astrict
readingofthetem “necessary” in these cm could allow LECs to avoid collocating the
equipment of the interconanctor’ choosing, thus udemdng the procompetitive  purposes of the
1996 Act.

580. Consistent with this in-q we con&de that tranmhion  equim such
as optical terminating equipment and multiplexers,  may be colkxxted on LEC prmises. We
also con&de  that LECs should continue to permit collocatilon of any type of equipment
currentlybeingcoUocatedtoteaninatebasic~on~ilitiesuaderthe~
Interconnectiim  ztfpimm&.  In additiq whenever a tekcmunticatiolls  carrier sc3dLs  to
cohcate  equipment for purposes within the scope of section 25 l(c)(6), the incumbent LEC shall
prove to the state commission that such equipment is not %ecesmy, “aswehavedefhledthat
term, for interconnection or access to unbundled network elements. State ccmmissions may
designate specific additional types of equipment that may be collocated pursuant to section
2ww9.

“I3 ATSI reply at 16.
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582. ln mponse to Wiastar’s suggmtion that we require co&cation of mkrcmvave
transmission fGlititic$ we note that collocatkm of mkrcwave tmmdssion equipmM was
required where rcasombly  fkasiblc  by the &daZ Acmw &der.‘4’9 We dso mquhe the

‘414 sas e.g., MFS coimwnts at 24.

“‘5 47 U.S.C. 0 25 1 (c)(3),

“‘gSptxialAccessOrder,  7FCCFtcdat7416;see&oRmmdO&r, 9FCCRcdat5178-79.
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e. AIIocation of Space

(1). Background

584, CAPS and Ixcs support adoptitm of rules goveming iElmlmw LEC space
allocation. AT&T asserts that incumbent LECs shld be rquired to consider the needs of
collocatorswbenremdQliagorbuil~newfhcilities.*’=  MFSandT&portcontiendthat
~~tLECsshouldnotbe~leblitaittheanrountof~thatmrybeoccllpiadbyan.mkrconnecto~%c!quipmtillnitsstheincum~LECdanonstrates thatspaceisnearing
uhausti~~~~~ MCI asserts that we should prohibit an incumbent LEC hm dewing a collocator
useofavailablesparCeunlessthe~~~~thrdithadplansforsuchspacepriorto

~2’ &e&l Access order, 7 FCC Red at 7408.

‘422 NPRM at pml.72.

‘= AT&T camnents  at 41-42 (whwe space  is muvhbie -
atnoextmcostandenablethe -to-to~
moving the inmector to the iucumbent LEGS premhs when space

la MFS comments at 34; Tel- comments at 33.
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the mpst for collocati~ 142J  Inlocstioaswheresprceisscarce,MCIarguesthatiMnn~t
LECsshouldbensquiradtofilereportswiththeFCC~the~andp~~anduse
ofspacc.14B ~~Atlantic~thatsuchapolicycould~itfiom~itscugtomcrs
effici6ntly.1m Pacific Telesis  mggests that the Combion reiterate its policy of allowing
“reasosaable~~~on~0fumucpbd~by~~~.”’~  The
Pennsylvaniacommission assertsthatitisnot nwemryfortheFCCtoadoptmtional
guidelines regarding space allocation.“~9 GVNW  argues that collocation should be requkd  in
rural areas only where them is space avwle.lm

( 3 ) .  Discassion

585. We believe that incumbent LECs have the incentive and capabiIity  to impede
coarpalitive6ntIybyminim;jrw theamomtofspme4hatisavai+blefbrcullocationby
txmpdtors. Accc&i@y,we~our~1~~sprce~unrules~
pucposesofsection251,ex~asindicated~  Llzcwillth~be~tompke  space
availableto~~ersoaa~~fimt-dw  Weal8oumchxletlmt
co~~~saQlrinlgtoexpolsldthGircollacatadsgcedwuldbesllowladtous&~~slplrce
whereavailable. Wefurtt#wo#ndudethatLECsahottldnotbe~~leaseor~
additionalspgcttoprovidephysi~oo~~to~~whsa~lrpaQehasbaen
exhausted.  Wefindsucharequimnentunnemsq tx%aue section 251(c)(6) auows&cum~t
LECs to provide virtual collocation where physiml u&cation is not~~~Gcal for technical
reasonsorbecauseofspacelimitations. C!onsistentwiththemqubmtsandfindinnsofthe
Eqmn&dln.terconnection  pmceed&  we can&de  that inadcmt LIES should be mquired to
takecollocatordemsladinto~twhen~o~~frrcilitiaermd~~or
leasing new fhcilities,  just as they considm demand for other sewices  when mkt&ing such
p r o j e c t s .  Wefindtbatthisrepuiramontisn~inordertoeasmcthat~~collocation ’
spacewillbeavailableintbfbturc.  Wedecline,however,toadopta rule-
LECstofilereportsonthestatusandplamedincmse mduseofspace. statec4mmimionswill
~whether~c~splaaisavailable~~oo~~and~~ludethat
they have authority under the 1996 Act to requk incumbent LECs to file such reports. We

“=MCI~c1~at56.

IQ1 MCI wmments at 56.

Ian Bell Atlantic reply at 16.

‘4~ PacTel  comments at 36.

‘~PennsylvauiaCommirsioa~rd22.

luo GVNW comments at 8.
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expectindividuaktatestatemmissionstodete&newhetherthefiliagofsuchreportsis-.

586. We~~~~~P~cTeiesis~nertrietionson~of~by
intelwnnectors  ale appropIiate.‘a’ Because ct4aladon  space on incumbent LEC premksmay
be limited, inefficient use of space by one competitive entrant could deprive another &rant of
the opntmity  to collocate facilities or expand Gxisoiag space. In the E&par&d litterconnection
promding we allowed “reasonable restrictions on warehousing of space,“1432  and will adopt this
provisionforpqosesofsection251.  Asdkussedbelow,wealsoadoptmeasumst.oensure
thatilxxlmbexItLECsthemsolvesdonot unrr#sonrby”warehouse”space,~~wedopennit
them to reserve a limited amount of space fbr specific &ure uses.143 kumbent LEC&
howeveqarenotpermittedtoset nlt3ximumspaeeliariestonswithoutdemo~that~
constr&tsmalcesuchrestri&~, assuchmaximumknitscouldconstcka
collocato~s  ability to provide sewice efficiently.

587. We also address the impact on small kcumbent  LECs. For example, GVNW
argues that we should require collocation in rural areas only where there is space available. We
have considered the impact of our rules in this section on small incumbent LECs  and do not
require physical collocation at any point where there is insufkient space available. We decline,
however,toadoptrules~speceavailabilitythat~y~ytosnnafl,~canriers
because the rules we here adopt are sufkiently  fkibie. We also nqte, however, that section
251(f)ofthe  1996ActprovidasnlieftoccrtainsmdlLECsfkomourregulationsimp~~
section 251.‘434

t Leasing Transport Facilities

(1).  B&ground

588. Our Expmkd Ihferconnection  rules mpim LECs to provide collocation for the
purpose of allowing collocators  to &minate their own transmkion facilities  for special access
or switched transport service. 1435 We did not require that collocation be made available for other

‘a1 PacTel comments at 36.

lrn @e&al Access Or&r, 7 FCC Red at 7408; see aho Remand h&r, 9 FCC Red at 187-88.

lu3 See i@q Section VI.B.l.i.

‘UJSccIhandOr~,  9FCCRcdatSlM)-81,5183;~~AccauOrda;  7FCCRcdat7403;2?wMed
Zhanqm Or&, 8 FCC Red at 7402.
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~forexrpraple,~~~pertywisl#domly~~iaclrmbeatLEc
transmission  tXlitics  to collocated equipment. We sought comment in the NPRM on whether
we should modi@  the standa& of the Expanded  hterconnection  prow&q in light of the.new
staatmyreq~anddisprtesthathavearisoninthe~~ngsrdingthe
incumbent  LECs’ phyhal and virtual ooliocation tadflb.la

(2) comments

589. MCIand~arguethatcokcatomskoaddnotbeprohibItedfranl-lng
~~~~mtht~LECoO~~~~in~~~~=spacetocllry.
otherpointi~~the~LEC%netwo&.~~~  Pa&eTelesisccmtc&thatLECsshouldnot
berequiruitopermitoouocrdicmofequi~tthatwillbeconneotadtoaLECkmon
facilities~sucha~~~wouldnsultinexhwotionofoantnlo~~spaceasdiso~i&
thepurposesofthe1996Act. “M Bell Atlantic argues that permitting such in-on is not
advisable, because it would allow resellers to obtain lower-priced interconnection and access to
unbundled elements without providing any ikilities of their 0w1[1.~‘~

(3). Discussion

590. Althoughi8~dhorrrconrrrsc~ion~commisoianrequitedthatintesested
~~inserconnect~oo~ocattdequipmentwiththair~transmieJiop~ti~ lWwe eonelude
~itwoufdbc~~~twiththcp~~~of~1996Acttosdogtthat~~tt
section 251. Rather, we conclude that a competitive entrant should not be required to bring
transmission facilities to LEC premises in which it seeks to collocate facilities. Entrants should
insteadbepermittedtocollocateand~~~tounbundlodnetworktransmission
elements obtained fkom the incumbent LEC. The purpose of the l&pm&d  Interconnection
requirement was to foster competition in the market for in&state  switched and special access
transmission fGlities.1u1 The purposes of section 25 1 are broader. Section 25 1 (c)(3)  requires
thatcompotitiveontrantsbegivrmaccessto~b~~e~andthattheybepennittedto

‘QbNPRMatpala.  73.

l”’ MCI comments at 55; ACTA comma&  at 16; Tel-- Rcscllcrs  AS&I cunlments at 47.

IQI PacTel comments at 39, reply at 14.

‘09 Bell Atlantic reply at 16.

‘~0 SpecialAccrss  Chkr,  7 FCC Red at 7403; Switched?Faapmt  O&r, 8 FCC Red at 7402.

““See~ialAccessOr&r,  7FCCRcdat7372,SwitchedZkarqmt&&r,  8FCCRcdat7377.
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combinesuchelement~.~~~  Prohibitingcumpetitors~conawcting~undlednatwork
elements to their collocated equipment would appear contrary to the provisions of section
251(c)(3).

g. C o - C a r r i e r  C r o s s - C o n n e c t

592. In the most commoncolh3cationoonfigucsSionunder~~~the
designated physical collocation space of several wmpetkive en&ants is located close together
withintheLECpremks. Sinceca&rsconnecttothecollocationspaceviahi~tylines,
diEbrent  competitive entmuts  seeking to inbrwmect witheachothermayfind~
betwaen  their reqective collocation spaces on the LEC prembes the most efficient means of
interconnecting with each other. We sought comment in the NPRM on whether we should adopt
any requirements in addition to those adopted in the &mm&d Inferconnection pmceedhg  in
ordertofUfillthemandateofthe1996Act.1443

( 2 ) .  ComJnenb

593. Several CAPS and IXCs  argue that we should adopt as an additional ra@ement
that interconnectors  be allowed to connect directly to other collocators located at the collocation
spact~~~ Incumbent LECs generally object to such a co&guration on the basis that such access

la 47 U.S.C. 25 l(c)(3).

“NPRMatpara73.

‘4u see,  e.g., MCI cummua 355; Ims-
A&n comments at 47; htumedia columults at 9.

at24; GGI comments at lo; Telcccmmunications  Resew
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594. WebelievethrtitsGNzsthbpnblic~eadisoonsistart~thcpolicygaals
ofsecsion2sltoreq\lircthat~~pcnnittwoor~conoolrtorsto~~dteir
Iletwohattheincumbant’splemises.  PartiesoppoaedtothisproposPlhaveoffiiradno
legitimate objection to such i&womw&on. Allow& m LIES to pohibit  c~h~ftthg
carriers~~lzleitoollocrmcrd~~~~thdm~irrterwamsct
collocated fhdlities  by m transmMon  kilities outside of the LECs’ premises. We find
that such a policy would By burden collocating car&s. Totheextenteq@mentis
~~f~tbeprapopw~ypsrmi#ed~ssctioa251(c~~,ttLesolttubedocsILot~
usfKrmrequiringthas~~LEcSaulywconnsctianofsuch~toothsr~~~
carrierslocatednearby. WefiwMatFaquiringLECstoallowrmch~onofcollocsted
equipment will foster competition by promoting efficient operatioa It is also unlikely to have a
sign&ant effect on space availability. We find author&  fbr Such arequircmcnt in section
251(c)(6), which requires that collocation be provided on “temu  and conditions that &e just,
reasonable, and nondisuimktory” and in section 4(i), which pea&s  the Commikon to
~performanyand~acts,makesuchrulespndrcgulatians,mdissuesuchorders,not.conskwntwiththis19d,asmaybe~ inthe~onofiQfrmctions.“‘~ we
G&wVillrequirethatineamkntLECsallowoollocntingtiecommunications carriersto
connect collocated equipment to such equipment of other carriers within the same LEC premises
so long as the collocated equipment is wed for h&wmne&on  with the incumbent LEC or
access to the LECs u&wiled network elements.

595. We clari@ that we henz require incumbent LECs to provide the connection between
the equipment in the collocated spaces of two or more cokcating  tekomm‘klnicationscarri~
unless they pemit the collocating parties to provide this uxmection for themselves. We do not
require incumbent LECs to allow placement of connect@ trausmission  fkilities owned by
competitors within the incumbent LEC premises anywhere outside of the actual physical
collocationspace.

(l)* Background

lus See, e.g., GTE reply at 15; Bell Atlantic rqdy at 15; PacTel  mply at 14; Sprint reply at 23.

1446 47 U.S.C. g 154(i).
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5%. Under our Zqmnded hterconnectbt rqubam& incumbent LECs typically
reqairethatp~~ycollocated~bep~insidtacollacationcagewithintbe
nlct&mtLEce. suchcasc#rare~to~phytieallythe~
~ti~ftamthoseOftheincuznberrtandto~aeoessbyunrruthariacd~ltorrplv
parties’ equipment. Such cages fkqwntly add cou&iMy to the cost of esublishing physical
collocation at a particular LEC premises and could constitute a barrier  to entry in certain
CircumstanceS.

m* Comments

597. Tekportarguesthatcage-isoaeofthemost~veitemsssgociated
Withphyrrical~~~and~wcshouldrnodifyaur~I~~~~
requir#nentstoallow~clll$aassto~n~t~of~pByaicrloo~~
securityaarengemGntstith- approved by the incumbent LECY ALTS cmd MCI
arguethatsecuri~- stsouldonlybeprovidedcdthc~of~~~~86~~~
the entrant would have incwred ifit perfkmed the constwtion itself*M GVNW argues that
incumbent LECs need to cnmre  that a competitis personnel do not cause breaches of security
and therefore should be subject to minimum profkiency requirementP9

(3). Discmsion

598.Basedonthecomme&s inthisprocecdingandora&~with
physical collocation in the lIxpmz&d  Interconnection dock&, we will corrtinue  to pemit LECs to
~reasonablesQcraity~~~~rto~anscoflocationspace~the
incumbent LIE’s fkilities. The physical security mements around the collocation space .
protect both the LIES and competitors equipment from berfkmm by tnsdmdd parties.
We reject the suggestion of ALTS and MCI that security -beprovidedonlyatth’
request of the entrant since LECs have legitimate secuity fA!anmuabouthavingcompetitors’
personnelontheir~aswell.  Weconchxlethatthephysicalsepamtlonprovidedbythe  ,
cdbcation cage adequately &drwses  these concems. Atthesametime,wereco~thatthe
constwtion  costs of physical security wements could serve as a significaut  barrier to entry,
particularly for smaller competitors. We also conclude that LECs have both an incentive and the
capabilitytoimposehigherconstrrtctioncoststhanthenewerrdrantnniphtneedtoinc\n.  We
thudore conclude that collocating parties should have the right to subcontract the wwtrwtion
of the physical collocation arrangements with contractors approved by the incumbent LEC.

‘~7 T&port -at32.

‘*O ALTS comments at 23; MCI comments at 58; conrru PacTel  reply at 15.

“@GVNWcicmmentsat  1O,accard~Tel.coalitioncommentsat31.
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i Ahwing Virtual Collocation in Lieu of Physical

(lb Background

600. Pacific Tel& argues that national standa&  to dctemine whether physical
collocrrtionisnotIwacticalataspecificLEClocatian~~ Itktherargucsthat
“rsduc#l~~orothahsrmtothe~‘rbwMbe~~a~~raprontbat
justifies mfbsal to allow physical collocati~n.‘~  IXCs and CAPS assert that the burden of
~o~thadphyaicaloollocrrtiaaisIMtpracticalsbouldhrflontht~~LEc.’~  AT&T
contaadsthatcmincumbentLEcshbuldbe~to~wfhatthere~no~~wayof
providing additional space before it is relieved of its obkgatlozi to pmvide  physical collocation.
Ifphysical collocation is gcnuineiy  not practical, then AT&T argues that the incumht  should
providetrrrnlcingatnocosttoallowtheentmntto~’~  TiineWameramcrtsthat,
where physical cdlocation  is not possible in a LEC cc&al office, LECs should supply a
substitute at cost’4s5 state conlmbionsthatcommentonthisissuc~yopposes&ict

‘4s0 47 u.s.c.g 251(c)(6).

I’= PacTel comments at 39.

‘4sa She, e.g., Hyjmion comments at 14; ACSI comments at 16; AT&T cummcnts  at 41.

‘4~ AT&T comments at 41-42.

*m Time Warner comments at, 36,40.
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( 3 ) .  Discussion

602. Section 25 1 (c)(6) clearly contemplates the provision of virtual cokmtion when
physical collocation is not practicaI  for technical reasons or because of space limitatio~~.‘~~
sectian 251(c)(6)  requires the ilbcurnbent  LEC tom to the state wxnmission’s
s~that~ateJpace~~on~LECpanisosarthrdteefmicalw~~~
rnakecollocationiml#acticat. Becausetbespace-nsandteohnicalpracti~issueswiu
varycslwidenablydepandinsontbelocrrtion~which~~~reqaipllestistobecollocatad,
wefindthatthesG~ssues~begthlrndlcdona~~brsis,asthcy~underour
&pan&d Immmwtion  raquinments. lao Inlightofourexpclikakeinthe~d
Interconnectit?n  pmimwbg, we require that incumbent LECs providq  the !Hatc cornmissim with
detailedaoorplansordiagramsofanypaemIsGs~thc~~alleges~theFeatespace
constraints. Submission of &orplans will enable state cmmissions to evaluate whethera
refbsal  to allow physical colkation on thq grounds of space cmstmints  is justifkd. We also
findthaathea~dGtailQdbyAT&TinitsJulyl2~Pratesubmissionfobe~~and
believe that state ammissions  may find it a valuable guide.141

“ST Time Wamer  wmmcnts at 38.

“%XArqdyat  13.

‘up 47 U.S.C 0 25 I (c)(6).

‘46o See Qecial Access Or&r, 7 FCC Red 7407.



Fe&mK!ommunioations&mmission 96-325

603. Although section  251(c)(6)  plwides that ixMxmht LECs  m not required to
provide physical collocation where impractical for technical reasons or because of space
limitations, our experience in the lihpan&dInferwnne&n  pmxcdhg has not demonstraM
thrcS~~lreaisolw,apart~those~to~,areasignidiGlmttimpediment
to physical collocation. We the&ore decline to adopt any rules for de&xm&g  when physical
cullocationshouldbedeemedimpmcticalfbrtechuicalreasons.

604. InoMpbent~rrrr:all~to~alimitsd~ofnoorsproefor~~
fbtureuses.  ~0wingcompetitiveenbrantstoclaim~~~~wEcshab~~y
planned to use could prevent incumbent LEG from serving their customers effectiv~ly.~~
incumbent LECs may not, however, reserve space fm h use on terms more favorable than
those that apply to other telecommunications carriers seeking to hold collocation space for their
Owllfirtraeust.163

605. We decline to adopt AT&T’s suggestion that incumbent LECs shotid  be required to
leasead<litionalgpaceor~~~~~no~~~~einsufficient~~
physical colhatiorL’~ In light of the ava&&lity of subs&t8 virtual collocation arrangements,
we find that rcquhg the tvpe of “subsfim” for physical colloEation  as admcatd by AT&T is
unnv. We similarly reject Time War&s sugg&ion that incumbent LECs supply a
“substitute” for physical &location at cost, except to the errbant we require virtual collocation.
c)ntbeotherhand,wewillrsquire~LBcswithlimitGd~availabilityto~into
arscountthedearandsofindawwaectorsr~plmninrrrenovationscmdltasingorconstructing
new premises, as we have in the &&pan&d hterconnection prt~&&.‘~~

606. lncumbent  LECs  are not required to provide collocation at locations where it is not
technically feasible to provide virtual collocation. Although space cunstr&ts are a concern
normally associated with physical collocation  given our broad reading of the term
nti=%s1466 we find that spa& constraints could precl~ virtual collocation at certain LEC
premisesaswell.  stateco mmissions will decide whether virtual collocation is technically
feasible at a given point. We do, however, require that incumbent LECs  relinquish any space
heldfor~usebeforedenyingvirtualcollocationduetoalackof~unlessthcincumbent
can prove to a state commission that virtual collocation at that point is not technically feasible.

lea 2@eciizl Access Or&r, 7 FCC Red at 7409.

1461  See supra,  Section VI.B.  1 .e.

lw See AT&T comments at 41-42.

‘~slx@leciatACECWChdOT,7FccRcd8t7408.

‘466 see sqm# se&a vI.B.1.c.
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Moreover, when virtual collocation is not f&as&, we requim that incumbent LECs provide
other forms of interconnection and access to unbundled network elements to the extent
technically feasible. 1467

2 .  IdegdrssPts

8a Re~tionship  between JihpmuWInmnnen  Tarifh and
Section 251

( 1 ) .  Bmkground

608. Thecna&mtofscctions251  and252raisesthcquestionofwhether,audtowhat
extent, the intemnnection, access to unbundled network element, and collocation requirements
set forth in those sections, and the delegation of spcctic  rate-setting authority to the states under
section 252(d)(l), as a matter of law supplaut  our section  201 Expan&  I’ercortnecti~
requhments. We tentatively concluded in the NPRM that our existing &m&I

‘-&eRmand&&r,  9FCCRcdat5166-69.

* ‘* See npra, Section  VI.B. 1 .a
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Ihterconnection  policies for intemtatc special access and switched transport should continue to
apply.“”

610. Our BpundkdI.irmction  rules mtpim the larger& incumw LECs to Sk
~withtbecammissiontoo~w~~ontopatitrtbetwishto~~Jpecial
access8ndswitchedtrarsgporttransmissjonEacilities.  Sedion2s20fthe1996Actjontheother
hand, provides for interconnection armngements  rather than tarif&,  for review and approval of
suchagrecmentsbystateco mmissions rather than the FCC, and for public filing of such
agreements. Section 252 procedures, however, apply only to “mque@s]  for interconnection,
scrviccs,  or network~elements~szuznf to section 251.“‘” Such procedures do not, by their
terms, apply to rcxpsts  far service under section 201. Moreover, se&on  25 1 (i) expressly
provides that “[nlothing in this section shall be construed to limit or otherwise aff&t the
Commission’s authority under section 20 1,” 1474  which provided the statutory basis for our
Ekpanded  Interconnection rules. Thus, we find that the 19% Act, as a matter of law, does not
displace our Expanried  Interconnection rcquirem~ts, ami, in fhct, grants discretion to the FCC to
~o~Qdstingrulesand~requiremen&totbecxtimttheyareconsigtentwiththe
Communications Act.

611. We~~l~thatitwauld~~~fo6ndthat~~251  and252
inprsede  our i!SqnmMInterconne~on  rules, because the two sets of vents art not
coextensive. For example, our Eqawnhd  Interconnection rules encompass collocation for.m&state  purposes  for all parties, including non-carrier end users, that seek to tem&@e

‘VPRMatpara. 73.

lo2 See, e.g., MFS  cumments at 32; MCI comments at 58.

lrn 47 U.S.C 8 252(a)(l)  (eanphasis added).

‘m!sccth201  autharizesthe~%estab~pbyricrl a#kme&m**cakrs...” 47u.s.c.9
201.

294



Fedmlcommuni~co~on 96325
. .tlammmon fhcilitiea at LEC central officd45  In fz4#@&0&  lwction251  requires~~ll

only for “any rqestiq  t&mmunications carri6r.“1’x  certsin competing carrim - and non-
cawicrcusfomcrsnotcoversdbyacctioo251-may~totakc~~
in~mscrviw&@intastatetariffties.  Wefbdtbatitwouldbe
mzwcemdydistllgtivetoeiimiadethatporsibilitycrtthistime.  Wcalsocomhxlethat
pernaitting~ClUTi~tOSCCk~CCtiOIlpunurnttOOUr~dhsrcrcopm#crjo
rulesaar~asssction251is~withthsgaatsoftha1996Acttopemnit~~ve
entrythroughavaxictyofen~stmtq@s. TIms,aqmstingcaMrwouldhavethcchoiccof
negotiatingani&zconnccti~agzaeamGat~to~251  and252oroft&ingtarBbd
inters&k service under our &pan&d  hterconnection  rules.

612. Finally, we m &at,  over time, se&cm 251 and 252 and our implementing rules
may replace our Expanded  Interconnection rules as the primary mgulations governing
intcrcormectionforcazriccs.  Wenotcthatsection251  Mmackthanour~d
ihmcmnecfion  xuquimnn& in certain mpcts. For example, se&m 251 quims incumbent
LECs to offer collcmtion fbr purposm of accmsbg  w&mdled nebvork elements, whmas our
Iihpded Iiltercon?wction  rules require collocatioll  only for the pm&&m of ilwsmc special
access8ndswitched~14n  Inadditi~section251(c)(6)~-too~
physical collocation subject to mtain weptions,  w&rem our exist& Expcmrrlle
Intetconnection  rules only requb carriers to of&r virtual collocasian,  &bough  they may choose
to off’ physical collocation under Title II regulation in lieu of ktual collocation. In the fkture, .
we may miew the need for a sepmte set of &mndedherconnection  requirements and revise
our reqirements  if necessary. We believe that this appmach  is consistent with Congress’
determitiationthat~~nstd~~regalstiws~lilraly~astheprovisionsofthe
19% Act take e&ct and cmupetition  develops in the kzal exchange and exchange access
InaTkcts.“”

b. Takings Issues

( 1 ) .  Backgmund

613. In Bell Athnti~ v. FCC, the U.S. Court of Appeals for the D.C. Circuit fo\md that
the Commission lacked authority under the Communications Act to impose physical cdocation

Ins SpecidAcce.a  Or&r, 7 FCC Red at 7403.

‘+I(  See 47 U.S.C. #251(c)(2)  and (3).



( 3 ) .  Discudon

tm9BellAtlcmtic  v. FCC, 24 F.3d 1441 (D.C. Cir. 1994).

*UO 81 F3d 1147 (D.C. Cit. 1996).

*** Id

*- U S West comments at 29-30; BellSouth comments a! 25.

t4a uswcstcommentsat30.

t4a4 ALLTlx
commemtF~~~~~cdhcpm

OL
c4xmmtsat~;USWeat-8t29=31;Floridr-

luhallm&lbch-asrtlkiagbutshouldbe
ruhptedasm  1rulesforthestatcstoadaptifthcychosc).

2%
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only ifthey are not accompanied by “just comen14# lnst&, the court simply said that
the Communications Act of 1934 should not be construed to pumit the FCC to take LEC
property without egress au&or&ion. Because the court conch&d that mandatory physical
cdl&on  would likely constitute a taking,14”andthatsection201  oftheActdidnotcxprcssly
author& physical collocation, the courf held that the Commksia was without authority under
section 201 to impose physical collocation mqukments on LECs.l&

616. ~~anof~~~Q~(phyricalorvirtxlal)collocation
obligations on inctmk& LECs largely m ia the amtext of the 1996 Act. New section
251(~~6)~c3s~inc\rmbaltLECatoprovidtphysical~~~~pgceor
techLlicallimitationa.  wheresuchlimitati0nasxiat,the~~zynquitegvirtual
Coll~O~ Thus) lmderh OouTf’s anaiyais in&lZAtWc, them is no wurant for a narrowing
constructianofsaction251tha;twloulddsmyuetbt~~60~~~fofcollocato~
Moreover,  for the reasons i&ted in the Jwz4d Cozzdm h3er;‘” we tzcmtinue  to believe that
virtual~~~o~aswe~ve~it,isnota~~tbrtourauthoritytoordersuch
collocation (under either section251 or section 201) is not subject to the strict con&ruction  canon ’
announced in Be22 Athtic.

617. Giventhatwenowhavcuqxessstatu&y~rilytoorderphysicalaudvirtual
co~ocrdionpursuanttosectioo251,any~~~~~isswnccessarilyislimitadto
the question of just co-on. As ~~SUSWI in Won VII.B,2+.(3).(c), below, we fmd that
the raWding  methodology we are adopting  to impkmurt the collocation obligations under
section 251(c) is oonsistcnt  with congressional intent and fully satis& the just compensation
standard. There is, thexeforc, no merit to the LECs’ Fifth Amendment-based claims.
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VII. PRICING OF INTERCONNECTION AND UNBUNDLED ELEMENTS

A. Overview

618. The prices of interconnection and unbundled elements, along with prices of
resale and transport and termination, are critical terms and conditions of any interconnection
agreement. If carriers can agree on such prices voluntarily without government intervention,
these agreements will be submitted directly to the states for approval under section 252. To
the extent that the carriers, in voluntary negotiations, cannot determine the prices, state
commissions will have to set those prices. The price levels set by state commissions will
determine whether the 1996 Act is implemented in a manner that is pro-competitdr  and favors
one party (whether favoring incumbents or entrants) or, as we believe Congress intended pro-
compettiton.  As discussed more fully in Section 1I.D. above, it is therefore critical to
implementing Congress’s pro-competitive, de-regulatory national policy framework to
establish among the states a common, pro-competition understanding of the pricing standards
for interconnection and unbundled elements, resale, and transport and termination. While
such a common interpretation might eventually emerge through judicial review of state
arbitration decisions, we believe that such a process could delay competition for years and
require carriers to incur substantial legal cost~.“~ We therefore conclude that, to expedite the
development of fair and efficient competition, we must set forth rules now establishing this
common, pro-competition understanding of the 1996 Act’s pricing standards. Accordingly,
the rules we adopt today set forth the methodological principles for states to use in setting
prices. This section addresses intercormection and unbundled elements, and subsequent
sections address resale and transport and termination, respectively.

619. While every state should, to the maximum extent feasible, immediately apply the
pricing methodology for interconnection and unbundled elements that we set forth below, we
recognize that not every state will have the resources to implement this pricing methodology
immediately in the arbitrations that will-need to be decided this fall. Therefore, so that
competition is not impaired in the interim, we establish default proxies that a state
commission shall use to resolve arbitrations in the period before it applies the pricing
methodology. In most cases, these default proxies for unbundled elements and
interconnection are ceilings, and states may select lower prices. In one instance, the default
proxy we establish is a price range. Once a state sets prices according to an economic cost
study conducted pursuant to the cost-based pricing methodology we outline, the defaults cease
to apply. In setting a rate pursuant to the cost-based pricing methodology, and especially
when setting a rate above a default .proxy ceiling or outside the default proxy range, the state
must give full and fair effect to the economic costing methodology we set forth in this Order
and must create a factual record, including the cost study, sufficient for purposes of review
after notice and opportunity for the affected parties to participate.

“90 For a discussion of our legal authority to adopt national pricing rules, see supra,  Section 1I.D.
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620. In the following sections, we first set forth generally, based on the current
record, a cost-based pricing methodology based on forward-looking economic costs, which we
conclude is the approach for setting prices that best furthers the goals of the 1996 Act. In
dynamic competitive markets, firms take action based not on embedded costs, but on the
relationship between market-determined prices and forward-looking economic costs. If market
prices exceed forward-looking economic costs, new competitors will enter the market. If their
forward-looking economic costs exceed market prices, new competitors will not enter the
market and existing competitors may decide to leave. Prices for unbundled elements under
section 251 must be based on cost under the law, and that should be read as requiring that
prices be based on forward-looking economic costs. New entrants should make their
decisions whether to purchase unbundled elements or to build their own facilities based on the
relative economic costs of these options. By contrast, because the cost of building an element
is based on forward-looking economic costs, new entrants’ investment decisions would be
distorted if the price of unbundled elements were based on embedded costs. In arbitrations of
interconnection arrangements, or in rulemakings the results of which will be applied in
arbitrations, states must set prices for interconuection and unbundled network elements based
on the forward-looking, long-run, incremental cost methodology we &scribe below. Using
this methodology, states may not set prices lower than the forward-looking incremental costs
directly attributable to provision of a given element. They may set prices to permit recovery
of a reasonable share of forward-looking joint and common costs of network elements.‘4g’ In
the aftermath of the arbitrations and relying on the state experience, we will continue to
review this costing methodology, and issue additional guidance a$ necessary.

621. We reject various arguments raised by parties regarding the recovery of costs
other than forward-looking economic costs in section 251(c)(2) and (c)(3) prices, including
the possible recovery of: (1) embedded or accounting costs in excess of economic costs; (2)
incumbent LECs’ opportunity costs; (3) universal service subsidies; and (4) access charges.
As discussed in Section VII.B.2.a. below, certain portions of access charges may continue to
be collected for an interim period in addition to section 251(c)(3) prices.

622. With respect to prices developed under the forward-looking, cost-based pricing
methodology, we concltie that incumbent LECs’ rates for interconnection and unbundled
elements must recover costs in a manner that reflects the way they are incurred. We adopt
certain rules that states must follow in setting rates in arbitrations. These rules are designed
to ensure the efficient cost-based rates required by the 1996 Act.

623. In the next section of the Order, we establish default proxies that states may
elect to use prior to utilizing an economic study and developing prices using the cost-based
pricing methodology. We recognize that certain states may find it difficult to apply an

‘49’ We define these and other forward-looking c&t concepts infia, Section VILB.2.a. We defme’what we
consider to be a reasonable share of forward-looking joint and common costs infia, Section VII.B.2.a.
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economic costing methodology within the statutory time frame for arbitrating interconnection
disputes. We therefore set forth default proxies that will be relatively easy to apply on an
interim basis to interconaection  arrangements. We discuss with respect to particular
unbundled elements the reasonable rate stru&re for those elements and the particular default
proxies we are establishing for use pending our adoption of a generic forward-looking cost
model. Finally, we discuss the following additional matters: generic forward-looking costing
models that we intend to examine further by the first quarter of 1997 in order to determme
whether any of those models, with modifications, could serve as better default proxies; the
future adjustment of rates; the relationship of unbundled element prices to retail prices; and
the meaning of the statutory prohibition against discrimination in sections 251 and 252.

624. Those states that have already established methodologies for setting
interconnection and unbundled rates must review those methodologies against the rules we are
adopting in this Order. To the extent a state’s nzethodology is consistent with the approach
we set forth herein, the state may apply that methodology in any section 252 arbitration.
However, if a state’s methodology is not consistent with the rules we adopt today, the state
must modify its approach. We invite any state uncertain about whether its approach complies
with this Order to seek a declaratory ruling from the Commission.

B. Cost-Based Pricing Methodology

625. As discussed more fully in Section 1I.D. above, although the states have the
crucial role of setting specific rates in arbitrations, the Commission must establish a set of
national pricing principles in order to implement Congress’s national policy framework. For
the reasons set forth in the preceding section and as more fully explained below, we are
adopting a cost-based methodology for states to follow in setting interconnection and
unbundled element rates. In setting forth the cost-based pricing methodology for
interconnection and access to unbundled elements, there are three basic sets of questions that
must be addressed. First, does the 1996 Act require that the same standard apply to the
pricing of interconnection provided pursuant to section 25 1 (c)(2), and unbundled elements
provided pursuant to section 251(c)(3)? Second, what is the appropriate methodology for
establishing the price levels for interconnection and for each unbundled element, how should
costs be defined, and is the price based on economic costs, embedded costs, or other costs?
Third, what are the appropriate rate structures to be used to set prices designed to recover
costs, including a reasonable profit? We address each of these questions in the following
sections.
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